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INTRODUCTION AND OVERVIEW 


HANDOVER STATEMENT 

SUBMISSION OF THE ANNUAL REPORT BY THE ACCOUNTING OFFICER TO HIS 

WORSHIP THE MAYOR 

It is with great pleasure that I present this Annual Report for Kwa Sani Municipality for the 

financial year ended 30 June 2009, as required by Section 121 of the Municipal Finance 

Management Act, No. 56 of 2003. 

This report is provided to: 

• Record the activities of the Municipality for 
this financial year, 

• Provide a report on performance against 
the budget for this financial year, and 

• Promote accountability to the local 
community for decisions made during the 


2008/2009 
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OVERVIEW OF THE MUNICIPAL AREA 

Kwa Sani Municipality is located within the Sisonke District Municipal area and is the gateway to the 
striking Southern Drakensberg, which borders the Ukhahlamba Park and a World Heritage Site. The 
municipality is bordered by the Umkhomazi Wilderness Area to the West, Greater Kokstad to the South 
West, Eastern Cape to the South, Ingwe Local Municipality to the East and Impendle Local Municipality 
to the North. 

KWA SANI LOCALITY MAP 
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Due to its locality, the area is of outstanding natural beauty, abundant water supply and rich agricultural 
potential. The area is best known by its link with Lesotho via Sani Pass - a high tourist attraction. 


Kwa Sani is strategically located and serves (commercially, agriculturally and tourism) not only its own 
urban and rural communities, but also those of neighbouring municipalities of Impendle, Umzimkulu, 
Greater Kokstad and to a certain degree the citizens of its neighbouring country, Lesotho. 

The municipality is 1180 sq km's in extent. Again due to its location the terrain is very mountainous and 
the rural communities tend to be clustered, with the clusters being widely dispersed. The area 
comprises two urban areas, i.e. Underberg and Himeville, plus the following rural communities: 
Stepmore; Mqatsheni; Enhianhieni; Ntwasahlobo; Netherby; Ridge; Kwa Pitela and KwaThunzi. 

The Ukhahlamba Drakensberg World Heritage Site park forms the western edge of the municipality and 
the dual priorities of preserving the values of this international asset whilst simultaneously capitalising 
on its potential to yield developmental benefits for the regional population is a central component of 
developmental strategies for the area. 

Settlement Pattern 

The settlement pattern within the municipal area has been shaped through a complex mix of 
topographical, climatologically and historical factors, which have resulted in a structure that can broadly 
be summarised as follows: 

> Ukhahlamba Drakensberg park - almost entirely uninhabited, steep and deeply incised 
mountain environments. 

> Commercial agriculture and dispersed holiday resort areas, with low population densities and 
high economic production both in terms of agriculture and tourism 

> High density rural settlements/townships which accommodate the bulk of the municipality's 
rural population in 5 higher density clusters 

• Stepmore 

• Netherby and Ridge 

• Mqatsheni 

• Enhianhieni 

These settlements owe their particular morphology to apartheid spatial engineering and the 
associated restriction on urban housing opportunities and access to commercial agricultural 
land. This being noted, these rural townships are not without economic potential both in terms 
of agricultural production and tourism sector developments and services 
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> The urban complex of Underberg and Himeville are located astride the rail route. The complex 
consists of two nodes - Himeville (small and essential residential) and Underberg which 
substantially larger and serves 

• Regional populace service needs 

• Commercial agriculture sector 

• Tourism enterprises 

• Transport sector 

• Lesotho 


Institutional Arrangements 

The council is Plenary Executive comprising 5 part time councillors. There are no wards. There are two 
female councillors and three male councillors. 

Administrative and technical staff number 80 permanent members, 5 intern (financial) on a three year 
contract, 4 relief staff for the library and 10 members on fixed short term contracts (3-6 months) in 
technical services. 

The structure of the organisation is contained in Annexure C of this document. There is currently one 
Section 57 employee, the other 2 senior managers being permanent employees. 

A Work Skills Plan and Employment Equity Plan are in place as well as a Recruitment, Selection, 
Appointment, Transfer, Demotion and Promotion Policy, all of which are implemented. 

Demographics 

The following statistics were weaned from a Community Survey by Stats SA in October 2007. As the 
survey is based on random sample and not a census, any interpretation should be understood to have 
some random fluctuation in data. 

Total Population 14 281 


Males (as a percentage) 

47.6 

Females (as a percentage) 

52.4 


NB. Please note that the Census 2001 indicated that the total population was 15324. 
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FOREWORD BY THE MAYOR 

It gives me great pleasure for me to introduce the annual report on the status of the Municipality 
for the financial year 2008/2009, which gives us the opportunity to take a serious introspection 
of our municipality in respect of our successes and challenges that we need to address and 
build on in pursuing our service delivery mandates for the ensuing years. 

Whilst our municipality was faced with many challenges that inhibit our desire of improving the 
quality of life of our communities, remarkable achievements have been made in optimally 
utilizing the minimum financial and human resources at our disposal through public participation 
- to provide sustainable services. 

Although Kwa Sani Municipality is a plenary type of municipality with only five Councillors, all of 
whom are part time, they have demonstrated commitment and dedication in performing their 
functions in a manner that is highly remarkable and exemplary. Such political coercion has been 
a contributing factor in the prevailing stability of the municipality, thus creating an environment 
that is conducive to good working order and also developmental in character. In our quest for 
service excellence it is our desire to provide community halls which will benefit the communities 
as well as councilors, who will take responsibility for ensuring their safety and their effective 
utilization by the communities. 

A majority of our people is very poor and lives below the poverty datum line, and as such it is a 
focal point for our municipality’s prioritized service delivery agenda. The municipality is in the 
process of devising mechanisms of accelerating growth in all its areas of jurisdiction with 
particular emphasis on poverty alleviation in rural communities, whilst at the same time 
acknowledging that the challenges of migration by local communities to other urban areas in 
search for better opportunities is depriving our communities of valuable skilled resources. 

Another notable positive factor is the sound relations between Amakhosi, Councillors and 
officials of Kwa Sani, and I acknowledge their positive contributions. It is standard procedure to 
consult with them at all times on matters affecting them and impacting on them. The same 
applies to the farming community, who in fact are the biggest employer in our area. 

To the Municipal Manager Mr Gwacela and his managers I would like to extend my appreciation 
for their leadership qualities and dedication to work which has been demonstrated by our 
achievement in attaining an unqualified Auditor-General’s report for the 2008/2009 financial 
year. 
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MESSAGE FROM THE MUNICIPAL MANAGER 

Warm greetings, to all of you. 

This is our second annual report as KwaSani Municipality and it gives me great honour to 
communicate with you again. 

So much has happened from the time we last spoke up to now. Our Municipality encountered 
some cash flow problems towards the end of our last financial year. This was as a result 
amongst others, of the implementation of Municipal Property Rates Act. 

During the implementation of this Act, we received a number of objections as a result of the 
valuation process. Because of these objections same rate payers resorted to not paying their 
rates. Whilst we are still waiting for the appointment and the sitting of the Appeal Board, We 
have taken a giant step towards improving our cash flow. 

There are monthly meetings scheduled to take place between Management, Ratepayers 
Association, Farmers Association, Business Association and Tourism. The purpose of these 
meetings amongst others is to find the root cause of the problem and then to come up with 
possible solutions. Apart from this, we have approved and implemented a Credit Control policy 
as well as reviewing our revenue collection strategies. 

It is quite important to highlight some positives. For the first time KwaSani Municipality received 
an amount of R3,6 million from MIG. This funding was used to build community halls at kwa 
Pitela, kwa Thunzi and a Creche at Mhlangeni. It gives me great pleasure to announce that we 
were able to spend or commit 100% of that allocation. As a tourist destination, it was pleasing to 
be announced as winners for the Cleanest Town both at a District level and Provincial level. 

Receiving an unqualified audit report was a good achievement. The challenge now is to sustain 
that, as well as improving on financial management. We have recently approved and 
implemented our Service Delivery Budget Implementation Plan (SDBIP). Also approved was 
Performance Management System which will be used as a performance measurement tool for 
both officials and Council. 

Due to some challenges that we faced in so far as Internal Audit is concerned, we decided to 
appoint a service provider to implement an internal audit function for the Municipality. 

We hope that by meeting these requirements we will eventually become compliant with 
legislations and also to maximise service delivery to our communities. 
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VISION AND MISSION OF KWA SANI MUNICIPALITY 


OUR VISION 

For Kwa Sani to be the place where people want to live and visit 


MISSION 

To provide essential services to our community in order to meet their needs, to alleviate poverty 
and to promote economic development. Our standards are effectiveness, affordability and 
sustainability. 


OUR CORE VALUES 

Total dedication to servicing our customers 
Complete integrity in everything we do 
We have equal respect for all races, cultures and creeds 
We will promote the welfare of all our staff 

We foster an environment which encourages community participation 
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OVERVIEW OF MUNICIPAL PERFORMANCE AND CORPORATE SERVICES 


Integrated Development Planning (IDPl 

The Integrated Development Planning of the municipality is the Master Plan and influences any 
other planning processes that the municipality could embark on. The planning process is a 
clearly defined step by step process which is outwardly focused, performance orientated and 
goal driven. Kwa Sani Municipality has ensured within its limited capacity and resources that 
every reasonable measure to fulfil the desired objectives of the municipality as dictated upon by 
the IDP have been taken. 

The approved IDP which is used as our barometer for measuring the extent by which we are 
satisfying the needs of our communities is a realistic document with largely achievable targets 
which, in the main, is based on input received from the community. The municipality has 
attempted to link in as far as possible with provincial and national strategic frameworks and 
millennium goals. The IDP reflects its information in the five Key Performance Areas, namely: 

Institutional Capacity and Transformation 

Service Delivery and Infrastructure 

Local Economic Development 

Democracy and Governance 

Financial Management 

IDP functions fall directly in the office of the Manager: Planning and Community Services with a 
clear focus on: 

The day to day management of the IDP and all the complimentary processes involved 
Ensuring stakeholder participation and public participation 

Ensuring that the implementation of the IDP imperatives are not distorted and that they remain a 
true reflection of the needs of the communities 

Overseeing the alignment and integrating of activities across all departments and also ensuring 
that such alignment cascades as far down the line as possible. 

A more rigorous attempt was made to include communities and various organisations in the 
whole IDP process. Road Shows, IDP Forum meeting, notices and newspaper advertisements 
were tools used to inform the public about all matters related to the IDP. The municipality 
strives to improve its communication strategy on an ongoing basis. 
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Kwa Sani Municipality has serious constraints in terms of human and financial resources. 
However in executing its functions all appropriate mechanisms and procedures to ensure active 
participation of its communities and stakeholders were used through the planning stage. 

During the review process the municipality reviewed its institutional arrangements, strengths 
and weaknesses, opportunities and threats. A review of the socio economic analysis was also 
undertaken. This presented itself as an opportunity for the municipality to an honest 
introspection of its capacity to deliver on its mandates and obligations and to identify innovative 
ways of conducting its business in an endeavour to achieve its targets. 

The municipality has huge potential to maximise its current economy by enhancing and 
improving infrastructure and its two core economies, agriculture and tourism. This can only be 
done though with the assistance of the district municipality and other sector departments. 

A Spatial Development Framework, Budget and Financial Plan are also included in the IDP. 

Analysis of the Spatial Development Framework (SDFf 

The aim of the SDF is to promote sustainable, functional and integrated settlement patterns in 
order to discourage low density urban sprawls and to generate social and economic 
opportunities for people, as well as to promote easy access to those opportunities. 

It further seeks to maximise resource efficiency by ensuring the protection of the available 
environmental resources within the municipality to control buffer zone development, whilst 
protecting productive land for agricultural purposes. 

Kwa Sani takes pride in enhancing regional identity and the unique character of the place, whilst 
ensuring conformity with the neighbouring local, district and provincial spatial development 
frameworks. 

The SDF requires review which will be undertaken once funding is sourced. 


Tourism 

Kwa Sani is a leading tourist destination within the Sisonke District largely due to its location 
and proximity to the Southern Drakensberg and the World Heritage Site. The area offers: 

Outstanding scenery and highland landscapes approaching the escarpment of the Ukhahlamba 
Drakensberg World Heritage Site 

Some of South Africa’s finest fly fishing venues on rivers, lakes and dams 

Highly regarded holiday and leisure options with an abundance of activities for long stay and 
weekend getaway visitors 
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Increasing number of events for athletes, canoeists, mountain climbers, extreme sports, etc 

Selection of culturally significant attractions to include San culture, the pioneering history of the 
area and other cultural/community sites such as the Reichenau Mission and Duma’s grave 

A stop off/touring option for rail tourism (a partnership with Ingwe Municipality) 

A number of hospitality establishments offering overnight accommodation for the business 
sector 

Avi-tourism 

Sisonke Stemela Project - steam train bringing in tourists from Pietermaritzburg to Underberg 
for an overnight stay and returning to Pietermaritzburg 

Some of the activities are mountain climbing, hiking, fly fishing, mountain biking, road cycling, 
canoeing, birding, golf, museum, horse riding, and wildlife viewing. 

Every year the municipality hosts prestigious and popular events such as the Splashy Fen 
Music Festival, the Drakensberg Canoe Challenge, Sani 2 C ride. Golf Classics, polo 
competitions. Open Garden Show, 250 Drakensberg Cycle Challenge, etc. 

Local Economic Development 

Local Economic Development is high on the agenda of the municipality, particularly focusing on 
sustainable rural development. Various projects have been identified and progress has been 
made in implementation. The projects are as follows: 

1. Hand Crafted Tourism Souvenir and Decorative Material 

Funding from the European Union to the tune of R682 866 enabled the implementation of this 
project. It is aimed at upgrading work of all crafters within the municipal area which include 
women, disabled and some men. The first stage of training, design, etc to ensure the crafts are 
of a high quality to sell to tourists and local people is complete. The crafters meet regularly, 
there is a retail outlet and crafts are sold regularly through the outlet and shows. The second 
stage of the project is business training for the crafters and formalisation of the NGO. This 
project has in some cases doubled the income of poor rural families. 

2. Kwa Sani Development Initiative 

This project seeks to address two interconnected core problems identified through studies done 
with Project Consolidate funding. These two problems are: 

The urban node fails to serve the social and economic needs of the region’s lower income urban 
and rural populace. 
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Households and emergent enterprises located in rural township clusters have disadvantaged 
access to economic and social opportunities 

Proposed interventions are infrastructure, creation of development opportunity nodes, i.e. village 
squares, community halls, tourist information centres, etc in all the rural nodes and enhancing 
the performance of the urban centre. The total cost of the project is in the region of R170m and 
requires input from various sector departments. A business plan has been prepared and 
submitted to the Neighbourhood Development Grant and the Department of Agriculture, 
Environmental Affairs and Rural Development and the Department of Economic Development 
and Tourism. 

3. Two New Tourism Nodes in Kwa Pitela and Mqatsheni 

Two pre-feasibility studies were undertaken to establish the success of expanding our tourism 
products into the rural areas, thereby creating economic opportunities for our poor rural people. 
The studies showed positive results and funding is being sourced to embark on full feasibility 
studies to ensure sustainable development. 

4. Stepmore Trader Centre Development 

The Department of Economic Development is funding studies (to the amount of R700 000) of 
establishing a formal trading centre, tourism centre, Thusong Centre and improving public 
transport. Stepmore is one of the larger rural areas and already is peri-urban in nature. Total 
project cost is R1 110 000. 

5. Emergent Farmers and SMME Development 

Several initiatives are underway to support emerging farmers and training them with the 
assistance of the sector department and commercial farmers. One focal point is that of seed 
potatoes as Underberg is one of the largest suppliers of seed potatoes to South Africa and 
neighbouring countries. A study has also been done on Informal Traders activities and a plan is 
being compiled on training and how the survival level of living can be lifted. 

6. Growth and Development Strategy 

The project is now complete. It was very successful in that it gave rise to several feasibility 
studies being undertaken to alleviate poverty through 

tourism, 

construction, 

development of rural areas, 

performance and status quo in the informal and emergent trader. 
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performance of the urban systems and development of an infrastructure investment plan 

development of a Growth & Development Strategy for the area 

It is important to note that the municipality is linked with 

Steam Train initiative with Ingwe Municipality 

Sisonke Birding Route 

Maluti Drakensberg Transfrontier Park 

Upgrade of Reichenau Mission 

Planning & Community Services Report 

This department is headed by Ms S McAlister who is directly accountable to the Municipal 
Manager. This department deals with a cross section of issues due to shortage of staff. 

Departments reporting to Ms McAlister are: 

Planning & Development 

Technical Department 

Protection Services 

Tourism 

Disaster Management 
Community Services 

This department is the nerve centre of the municipality, tasked with ensuring service delivery, 
economic development, development control and regional planning, law enforcement and 
community services such as libraries, etc. 

The Head of this Department is a seasoned local government practitioner having gained 
experience over the past 9 years. Capacity constraints have manifested themselves as an 
opportunity for the municipality to explore new ways of conducting municipal business and of 
working smarter with an intention to produce more with less. The department continues to 
function despite capacity constraints, duties and responsibilities are shared amongst all staff, 
hence the emphasis on multi skilling. However the current status quo cannot be maintained 
indefinitely and as such there is a need to build the human resources capacity in all 
departments in order to meet the ever increasing demands for services by our communities. 
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It is envisaged that once the department is fully resourced, it will be able to deal expeditiously 
with all the governance and staff needs of the municipality and most importantly all compliance 
issues that assist the municipality in maintaining an unqualified audit report 
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CHIEF FINANCIAL OFFICER’S REPORT 


Financial Management 

Financial management of the municipality is sound, with the municipality achieving an 
unqualified audit report for the second year in a row. 

The 2009 financial statements reflect an accumulated surplus of R15.9m at 30 June 2009 
(2008: R16.8m). Most of the accumulated surplus is represented by fixed assets and debtors, 
and only some R.6m of the accumulated surplus is cash-backed. 

The major source of revenue is grant-funding, mainly in the form of equitable share from 
National Treasury. The 2009 financial year equitable share grant received was R5.3m, and this 
was used exclusively for operating purposes. MIG funding of R3.6m was received during the 
year and of this R2.1m was spent on community halls and a creche. 

The capital expenditure for the year totalled R2.9m. Grant funds received for the Stepmore and 
Maguzwana housing projects totalled R20.4m, and R18.6m of these funds were spent during 
the year. 

From 1 July 2008 all properties were rated in terms of the Municipal Property Rates Act No 6 of 
2004. The implementation of this act added to the burden of the finance department, and 
despite initial problems with the valuation of the agricultural sector, the implementation has been 
a success. 

The cash flow situation presents a regular challenge, and this is caused by the high level of 
outstanding debtors. 


Assessment of Arrears 

Consumer debtors totalled R3.2m at 30 June 2009 (2008: R2.4m). The total outstanding debt as 
at the year end is a cause for concern because the total is significant. It was considered 
necessary to increase the provision for bad debts to R1.7m at 30 June 2009 (2008: R,3m). 

Attempts to collect long outstanding amounts were not very effective for two main reasons. 

Firstly, the credit control function within the Council is not sufficiently capacitated in order to 
render an effective service. In order to address this shortcoming. Council has approved an 
additional staff member to this function. It is envisaged that the post will be filled during the 
course of the 2009/2010 financial year. When this post is filled and the existing and successful 
incumbents complete their training, a significant improvement in the collection rate is 
anticipated. 
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Secondly, the existing credit control and debt collection policy, as well as the current 
methodology of debt collection, did not assist in significantly improving overall efficiency with 
regards to debt collection. A revised credit control and debt collection policy has been compiled. 
It is envisaged that this policy will be adopted by Council shortly. With assistance from the 
Department of Local Government and Traditional Affairs a new debt collection methodology is 
being implemented. It is anticipated that with the adoption of the revised policy as well as the 
implementation of the new debt collection methodology. Council will be in a position to improve 
on current collection rates. 


Presentation of the Annual Financial Statements 

The financial statements have been prepared in accordance with the Standards of Generally 
Recognised Accounting Practices (GRAP) and the Standards of Generally Accepted Municipal 
Accounting Practices (GAMAP) prescribed by the Minister of Finance in terms of General Notice 
991 and 992 of 2005. 


These standards are summarised as follows: 

GRAP 1 : Presentation of financial statements 
GRAP 2 : Cash flow statements 

GRAP 3 : Accounting policies, changes in accounting estimates and errors 
GAMAP 4 : Effects of changes in foreign exchange rates 
GAMAP 9 : Revenue 

GAMAP 7 : Accounting for investments in associates 

GAMAP 8 : Financial reporting of interests in joint ventures 

GAMAP 12 : InventoriesAM 

GAMAP 17 : Property, plant and equipment 

GAMAP 19 : Provisions, contingent liabilities and contingent assets 

Accounting policies for material transactions, events or conditions not covered by the above 
GRAP and GAMAP Standards have been developed in accordance with paragraphs 7, 11 and 
12 of GRAP 3. These accounting policies and the applicable disclosures have been based on 
the South African Statements of Generally Accepted Accounting Practices (SA GAAP) including 
any interpretations of such Statements issued by the Accounting Practices Board. 
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The Minister of Finance has, in terms of Generai Notice 552 of 2007 - Gazette 30013 - 
exempted compiiance with certain of the above mentioned standards and aspects or parts of 
these standards. Detaiis of the exemptions appiicabie to the municipaiity have been provided in 
the notes to the annuai financiai statements. 

A summary of the significant accounting poiicies, which have been consistentiy appiied, except 
where an exemption has been granted, are disciosed in the financiai statements. 


Operating Deficit 

The 2009 financiai year resuited in an operating deficit of neariy Rim (2008: R.6m). However 
the 2009 revenue inciudes capitai grants of R2.4m for capitai expenditure - inciuded in revenue 
in terms of GRAP/GAMAP requirements. Accordingiy the actuai operating deficit was R3.4m. 

The actuai operating deficit of R3.4m was mainiy as a resuit of 

The iack of iicensing revenue because the department was shut down by the Department of 

Transport in June 2008 

The increase in the provision for bad debts 


Non-current Provision 

Audit required that a provision be made for the rehabiiitation of the refuse sites. The provision 
which has been made is R1.4m, and the current estimated cost is stiii to be estabiished. 

This provision is not cash-backed. 
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Actual Revenue and Expenditure for the year ended 30 June 2009 



2009 

Actual 


2009 

Actual 


2009 

Surplus 


Income 


Expenditure 


( Deficit) 


R 


R 


R 

Rates 

6,795,601 


- 


6,795,601 

Finance and Administration 

10,721,894 


7,939,121 


2,782,773 

Executive and Council 

41,580 


4,758,896 


(4,717,316) 

Public Safety 

98,545 


1,833,845 


(1,735,300) 

Road T ransport 

141,287 


766,601 


(625,314) 

Community and Social 

Services 

4,666 


234,738 


(230,072) 

Waste Management 

1,609,248 


1,960,490 


(351,242) 

Other ( Works ) 

10 


3,830,152 


(3,830,142) 

Planning and Development 

399,822 


1,460,876 


(1,061,054) 

Tourism 

(600) 


364,750 


(365,350) 

Government Grants for 
capital expenditure 

2,383,547 


- 


2,383,547 

Housing Projects 

18,591,095 


18,591,095 


- 

TOTAL 

40,786,695 


41,740,564 


(953,869) 
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HUMAN RESOURCES 


1. Background 

Kwa Sani Municipality in the past had no Human resources Department; as a result most 
of the human resources issues were not dealt with properly. 

A responsible person for human resources in the past was also heading other 
departments in the municipality, and this resulted in inadequate attention being given to 
this very important department. 

During the period of revising this department, the following were discovered: 

1. Improper management of personnel files. 

2. Unbudgeted posts were included in the organogram 

3. Staff working on temporary basis exceeded time specified in terms of the Labour 
Law eg. three to four years. 

4. Poor management of staff overtime 

5. Poor performance of staff in other municipal departments 

6. Suspension of staff in the licensing department for a long period 

7. Staff shortage to achieve organizational objectives 

2. Current Status 


The department has been revised and formalized with Mr. J Sondezi being in charge 
and Miss Nokukhanya Ndlovu responsible for administrative support in the department. 

1. Personal files 

In addressing the issue of personal files, the HR section has visited all staff personal 
files to ensure compliances with administrative regulations. 

2. Unbudgeted post on organogram has been removed 

3. Shift System has been introduced to minimize overtime 

4. Staff shortage in achieving municipal objective. 

New appointments of staff have been made as follows: 

Finance department 

Supply Chain Management Officer on the 07 September 2009 
2 Debtors Clerks on 02 November 2009. 

There are also appointments made for 2 financial interns in 2009. 

Moving to administration 

1 P.A. to the Office of the Municipal Manager 07 September 2009 
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Traffic Department 

1 Traffic warden on the 02 November 2009 
Works Department 
10 General Assistants in August 2009 
Tourism Department 

1 Senior Tourism Officer on the 02 November 2009 

5. Capacity building and training 

6 people attended trainings from July to date 

Policies formulated and adopted by the council 


1. Human Resources System 

2. Employment Equity 

3. Recruitment and selection 

4. Remuneration policy 

5. Conditions of service and employment benefits 

6. Benefit policy 

7. Employee Relations 

8. Code of conduct for municipal staff members 

9. Health and safety policy 

10. Capacity planning and Human Resources Development policy 

11. Employee assistant programme policy 

12. HIV and Aids and life threatening disease policy 

13. Substance abuse and dependency policy 

14. Sexual Harassment policy and procedure 

15. Confidentiality policy 

16. Access to employee file policy 

17. Vehicle policy 

18. Communication and disclosure policy 
Committees in place 

• Local Labour Forum 

• Training Committee 

Challenges facing the department. 

• Need more capacity in the Human Resource Department and Planning and 
Development to implement municipal policies effectively. 

• Appointment of Section 57 Managers due to financial constraints 
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Security 

Fleet Management 
PMS 

Legal Services 
Registry 

Asset management 


Works Department 
PMU (MIG) 

Environmental Management 
Planning & Development 
Protection Services 
Tourism 

Community Halls 

Community Development Workers 
Library 
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REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL LEGISLATURE AND THE 
COUNCIL ON THE FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION OF KWA SANI 
MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2009 

REPORT ON THE FINANCIAL STATEMENTS 


Introduction 

1. I have audited the accompanying financial statements of the Kwa Sani Municipality which 
comprise the statement of financial position as at 30 June 2009, and the statement of 
financial performance, the statement of changes in net assets and the cash flow statement 
for the year then ended, a summary of significant accounting policies and other explanatory 
notes, as set out on pages 1 to 22. 


The accounting officer's responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial 
statements in accordance with the basis of accounting determined by the National Treasury, as set 
out in accounting policy note 1 and in the manner required by the Local Government: Municipal 
Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA), and for such internal control as the 
accounting officer determines is necessary to enable the preparation of financial statements that 
are free from material misstatement, whether due to fraud or error. 


The Auditor-General's responsibility 


3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 read 
with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and section 126(3) 
of the MFMA, my responsibility is to express an opinion on these financial statements 
based on my audit. 

4. I conducted my audit in accordance with the International Standards on Auditing read with 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008. 
Those standards require that I comply with ethical requirements and plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
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policies used and the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 

6. Paragraph 11 et seq. of the Standard of Generally Recognised Accounting Practice, 
GRAP 1 Presentation of Financial Statements requires that financial reporting by entities 
shall provide information on whether resources were obtained and used in accordance with 
the legally adopted budget. As the budget reporting standard is not effective for this 
financial year, I have determined that my audit of any disclosures made by the municipality 
in this respect will be limited to reporting on non-compliance with this disclosure 
requirement. 

7. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 


Opinion 


8. In my opinion the financial statements present fairly, in all material respects, the financial 
position of the municipality as at 30 June 2009 and its financial performance and its cash 
flows for the year then ended, in accordance with the basis of accounting determined by the 
National Treasury, as set out in accounting policy note 1 and in the manner required by the 
MFMA. 

Emphasis of matters 

Without qualifying my opinion, I draw attention to the following matters that relate to my 
responsibilities in the audit of the financial statements: 


Basis of accounting 

9. As set out in accounting policy note 1, the National Treasury approved a deviation from the 
basis of accounting applicable to the municipality in terms of General Notice 522 of 2007, 
issued in Government Gazette No. 30013 of 29 June 2007. 


Unauthorised expenditure 

10. As disclosed in note 26 to the financial statements, unauthorised expenditure amounting to R1 232 
166 was incurred as expenditure in excess of the budget, fully funded by grant funding received 
after approval of the adjustments budget. 

Irregular expenditure 

11. As disclosed in note 26 to the financial statements, irregular expenditure amounting to R20 370 was 
incurred as proper tender processes were not followed. 
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other matters 


Unaudited supplementary schedules 

12. The municipality provided supplementary information in the financial statements on whether 
resources were obtained and used in accordance with the legally adopted budget in 
accordance with GRAP 1, Presentation of Financial Statements. The supplementary budget 
information set out in appendix E(l) and E(2) does not form part of the financial statements 
and is presented as additional information. Accordingly I do not express an opinion thereon. 

13. The supplementary information set out in appendices A to D and F does not form part of 
the financial statements and is presented as additional information. I have not audited these 
schedules and accordingly I do not express an opinion thereon. 

Material inconsistencies in information included in the annual report. 

14. 1 have not obtained the other information included in the annual report and have not been 
able to identify any material inconsistencies with the financial statements. 

Non-compliance with applicable legislation 

15. Instances of non-compliance with laws and regulations were noted as listed below: 

Municipal Finance Management Act 

• Invoices were not paid within 30 days from the date of receipt by the municipality as required 
by section 65(2)(e) of the MFMA. 

• Contrary to section 122(3) of the MFMA and Government Gazette No. 30013, a Generally 
Recognised Accounting Practice implementation plan was not in place and had not been 
submitted to the provincial treasury and the National Treasury. 

Governance framework 

16. The governance principles that impact the auditor's opinion on the financial statements are related 
to the responsibilities and practices exercised by the accounting officer and executive management 
and are reflected in the key governance responsibilities addressed below: 

Key governance responsibilities 


17. The MFMA tasks the accounting officer with a number of responsibilities concerning 
financial and risk management and internal control. Fundamental to achieving this is the 
implementation of key governance responsibilities, which I have assessed as follows: 


No. 

Matter 

Y 

N 

Clear trail of supporting documentation that is easily available and provided in a timely manner 


1. 

No significant difficulties were experienced during the audit concerning delays or the availability of 
requested information. 
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No. 

Matter 

Y 

N 

Quality of financial statements and related management information 


2. 

The financial statements were not subject to any material amendments resulting from the audit. 



3. 

The annual report was submitted for consideration prior to the tabling of the auditor's report. 



Timeliness of financial statements and management information 


4. 

The annual financial statements were submitted for auditing as per the legislated deadlines, as set out in 

section 126 of the MFMA. 



Availability of key officials during audit 


5. 

Key officials were available throughout the audit process. 



Development and compliance with risk management, effective internal control and governance 
practices 


6. 

Audit committee 




• The municipality had an audit committee in operation throughout the financial year. 




• The audit committee operates in accordance with approved, written terms of reference. 




• The audit committee substantially fulfilled its responsibilities for the year, as set out in section 166(2) 
of the MFMA. 



7. 

Internal audit 




• The municipality had an internal audit function in operation throughout the financial year. 




• The internal audit function operates in terms of an approved internal audit plan. 




• The internal audit function substantially fulfilled its responsibilities for the year, as set out in section 
165(2) of the MFMA. 



8. 

There are no significant deficiencies in the design and implementation of internal control in respect of 
financial and risk management. 



9. 

There are no significant deficiencies in the design and implementation of internal control in respect of 
compliance with applicable laws and regulations. 



10. 

The information systems were appropriate to facilitate the preparation of the financial statements. 



11. 

A risk assessment was conducted on a regular basis and a risk management strategy, which includes a 
fraud prevention plan, is documented and used, as set out in section 62(l)(c)(i) of the MFMA. 
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No. 

Matter 

Y 

N 

12. 

Delegations of responsibility are in place, as set out in section 79 of the MFMA. 



Follow-up of audit findings 


13. 

The prior year audit findings have been substantially addressed. 



14. 

SCOPA resolutions have been substantially implemented. 



Issues relating to the reporting of performance information 


15. 

The information systems were appropriate to facilitate the preparation of a performance report that is 
accurate and complete. 



16. 

Adequate control processes and procedures are designed and implemented to ensure the accuracy and 
completeness of reported performance information. 



17. 

A strategic plan was prepared and approved for the financial year under review for purposes of monitoring 
the performance in relation to the budget and delivery by the Kwa Sani Municipality against its mandate, 
predetermined objectives, outputs, indicators and targets, as set out in section 68 of the MFMA. 



18. 

There is a functioning performance management system and performance bonuses are only paid after 
proper assessment and approval by those charged with governance. 




18. Although the financial statements and management information were submitted timeously, 
material adjustments were made to the financial statements as a result of errors noted 
during the audit. In addition, the municipality did not have an internal audit unit and an audit 
committee in place, resulting in a lack of monitoring and oversight. 


Investigations 

19. The following investigations were performed during the 2008-09 financial year: 

• A forensic investigation was conducted into digital evidence as well as recovery and analysis 
thereof in respect of electronic mail. 

• An investigation by the Department of Transport into a fraud committed during 2007-08 is being 
conducted. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 


Report on performance information 
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20. I was engaged to review the performance information. 

The accounting officer's responsibility for the performance information 


21. In terms of section 121(3)(c) of the MFMA, the annual report of a municipality must include the 
annual performance report of the municipality, prepared by the municipality in terms of section 46 
of the Local Government: Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA). 


The Auditor-General's responsibility 

22. 1 conducted my engagement in accordance with section 13 of the PAA read with General 
Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008 and section 
45 of the MSA. 

23. In terms of the foregoing my engagement included performing procedures of a review 
nature to obtain sufficient appropriate evidence about the performance information and 
related systems, processes and procedures. The procedures selected depend on the 
auditor’s judgement. 

24. 1 believe that the evidence I have obtained is sufficient and appropriate to provide a basis 
for the findings reported below: 

Findings on performance information 


Non-compliance with regulatory requirements 


No reporting of performance information 

25. The municipality has not reported performance against predetermined objectives, as required by 
section 45(b) of the MSA. 


Lack of adoption or implementation of a performance management system 

26. The Kwa Sani Municipality did not implement a framework that describes and represents how the 
municipality's cycle and processes of performance planning, monitoring, measurement, review, 
reporting and improvement will be conducted, organised and managed, including determining the 
roles of the different role players, as required in terms of regulations 7 and 8 of the Municipal 
Planning and Performance Management Regulations, 2001. 


Existence and functioning of a performance audit committee 
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27. The municipality did not appoint and budget for a performance audit committee, nor was another 
audit committee utilised as the performance audit committee, as required by regulation 14(2) of the 
Municipal Planning and Performance Management Regulations, 2001. 

Internal auditing of performance measurements 

28. The municipality did not develop and implement mechanisms, systems and processes for auditing 
the results of performance measurement as part of its internal audit processes, as required in terms 
of section 45 of the MSA. 


APPRECIATION 

29. The assistance rendered by the staff of the Kwa Sani Municipality during the audit is sincerely 
appreciated. 


Pietermaritzburg 


30 November 2009 



AUDITOR-GENERAL 


SOUTH AFRICA 


Auditing to build public confidence 
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RESPONSE TO THE AUDIT REPORT 

RESPONSE TO THE REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL 
PROVINCIAL LEGISLATURE AND THE COUNCIL ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF KWA SANI MUNICIPALITY FOR THE YEAR ENDED 30 
JUNE 2009 


Paragraph 10 
Unauthorised expenditure 

The unauthorized expenditure of R 1 232 166 was mainly as a result of free electricity grant- 
related expenditure amounting to R 1 041 356 - from unspent grants brought forward from the 
previous year, and the expenditure of unbudgeted grant income received during the year. The 
unbudgeted grant income was received after the adjustment budget had been tabled. As the 
expenditure was grant-funded, there is no unrecovered expenditure. 

This is also what was disclosed in note 26 to the financial statements. 

Council condones the unauthorized expenditure of R 1 232 166 because of the circumstances 
and reasons set out in note 26 to the financial statements. 


Paragraph 11 
Irregular expenditure 

As disclosed in note 26 to the financial statements, irregular expenditure amounting to R 20 370 
was incurred as proper tender processes were not followed. 

Every effort will be made to get the required quotations in the future, and council condones the 
irregular expenditure amounting to R 20 370. 


Paragraph 14 

Material inconsistencies in information included in the annual report. 
The 2008/2009 annual report has been prepared. 


Paragraph 15 

Non-compliance with applicable legislation 

Creditor payments - payments will be made within the required 30 day period. 
A GRAP implementation plan will be produced by 28 February 2010. 
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Paragraph 18 
Internal audit 

Tenders have been called for and evaluated, and a firm will be appointed during January 2010. 
The cost of internal audit was not included in the 2009/2010 budget. Accordingly Mr Bowyer of 
DPLG has agreed to get the memorandums of agreement of certain unspent grants amended - 
so that these unspent grant funds can be used to fund the 2009/2010 internal audit costs. 


Audit committee 

An audit committee will be constituted and operational as soon as possible. 


Paragraph 25 

No reporting of performance information 

The required performance information system will be operational by 31 March 2010. This will 
include the reporting requirements. 


Paragraph 26 

Lack of adoption or implementation of a performance management system 

The required performance information system will be operational by 31 March 2010. This will 
include the implementation of the necessary framework. 


Paragraph 27 

Existence and functioning of a performance audit committee 

An audit committee will be constituted and operational as soon as possible. This committee will 
also be utilised as a performance audit committee. 


Paragraph 28 

Internal auditing of performance measurements 

The internal audit function will include the auditing of performance measurements. 
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